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Section A 
Total No of Marks for this section:  48 
This section should be answered in the Answer Booklet provided. 
Marks for each question are indicated.   
 
Question 1  (16 marks)  
The following transactions occurred in relation to the inventory of Shurma  Ltd during the 
month of July 2017. 
Date      Transaction 
July   1   Beginning inventory 60 units @ $49 each 
8  Purchase 100 units for @ $52 each 
12   Sale 90 units 
13   Purchase 120 units @ $53 each 
20   Purchase 50 units  @ $54 each 
22   Sale 200 units 
24   Bought a further 100 units @ $55.00 each 
Selling price of each unit is $64.  
Requirement: 
Calculate the COGS and gross profit for July, assuming a perpetual inventory system  
is employed: 
1) using LIFO        (6+2 = 8 Marks) 
2) using Average cost method      (6+2  = 8 Marks)  
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Question 2 (16 Marks) 
 
Miles Construction Company purchased a new machine $1,400,000 at the beginning of year 1. 
In addition to the purchase price, Miles paid $10,000 freight charges, $12 000 customs duty, and 
$ 20,000 for specialised training to be able to use the machine. After 6 months of its installation, 
Miles also paid another $10,000 for insurance. The machine has an estimated residual value of 
$140,000 and an estimated life of six years. The machine is expected to last 20,000 hours. It was 
used 3,600 hours in year 1, 4000 in year 2, and 5,000 in year 3.  
Requirement: 
1) Compute the annual depreciation and carrying value for the new machine for each of the 
three years under each of the following methods: (a) straight line, (b) production, and (c) 
double-declining balance.          ( 12 Marks) 
2)  If the machine is sold for $1,000,000 after year 3, what would be the amount of gain or 
loss under each method?           ( 4 Marks)  
 
Question 3 (16 Marks)  
 
On 1 July 2016, Tom, Jerry and Merry formed the E, F and G partnership. Tom invested 
$42000, Jerry $70000 and Merry $88000. Tom will manage the store, Jerry will work in the 
store three-quarters of the time, and Merry won’t work in the business. 
Requirements 
Calculate the partners’ shares of profits and losses under each of the following plans:   
1) Loss for the year ended 30 June 2017 is $84 000 and the partnership agreement allocates 
45% of profits to Tom, 35% to Jerry and 20% to Merry. The agreement doesn’t discuss 
the sharing of losses.         (4 marks) 
 
2) Profit for the year ended 30 June 2017 is $194,000. The first $50, 000 is allocated on the 
basis of relative partner capital balances. The next $96,000 is based on service, with 
$76,000 going to Tom and $20,000 going to Jerry. Any remainder is shared equally. 
          (9 Marks)  
 
3) Revenues for the year ended 30 June 2017 were $418 000 and expenses were $224,000. 
Using plan b above, prepare the partnership income statement for the year (and showing 
each partner’s share of the profit or loss for the year).     ( 3 marks) 
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Section B 
Total No of Marks for this section:  32 
This section should be answered in the Answer Booklet provided. 
Please Note that in Question 4 & 5 both Part A and Part B should be answered. 
Marks for each question are indicated 
 
Question 4 : 16 Marks 
 
Part A (10 Marks) 
The following information is available for Merry Corporation as of April 30, 2017: 
 Cash on the books as of April 30 amounted to $226,350.56. Cash on the bank statement 
for the same date was $281,434.16. 
 A deposit of $28,699.68, representing cash receipts of April 30, did not appear on the 
bank statement. 
 Outstanding checks totalled $14,605.28. 
 A check for $4,840.00 returned with the statement was recorded as $4,048.00. The check 
was for advertising. 
 The bank service charge for April amounted to $70.00 and had not been recorded. 
 The bank collected $72,600.00 for Merry on a note. The face value of the note was 
$72,000.00. 
 An NSF check for $2,280.00 from a customer, Jim Hall, was returned with the statement. 
 The bank mistakenly deducted a check for $1,400.00 that was drawn by Ice Corporation. 
 The bank reported a credit of $1,120.00 for interest on the average balance 
Requirements: 
Prepare the bank reconciliation for Merry Corporation as of April 30, 2017.   
        
 Part B   (6 Marks)            
On 31 May, Roseville Floral Supply had a $155000 debit balance in Accounts Receivable and 
a$ 6200 credit balance in Allowance for doubtful debts. During June, Roseville made: 
A sales on credit, $590 000 
B  collection on account, $627 000 
C write-offs of bad debts, 7000 
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Requirement: 
1) Record journal entry for sales and collection on account. Then record bad debt expense 
(3% of credit sales) and write-offs of customer accounts for June using the allowance 
method.  (4 marks)  
2) Record bad debt expense for June using the direct write-off method. ( 1 Mark)  
3) What amount of bad debt expense would Roseville report on its June income statement 
under each of two methods? (1 Mark)  
 
Question 5  : 16 Marks 
 
Part A ( 10 Marks) 
The accounting records of Lismore Manufacturing shows a balance of 3000 (Cr) in estimated 
warranty payable account. In the past, Lismore’s warranty expense has been 6% of sales. During 
2016/2017, Lismore made sales of $100,000 and paid $6500 to satisfy warrant claims 
Requirements: 
1) Journalise Lismore’s sales, warranty expense and warrant payments during 2016/17. ( 4 
Marks)  
2) What balances of estimated warranty payable will Lismore report on its balance sheet as 
at 30 June 2017? ( 2 marks) 
 
3) What amount of warranty expense will Lismore will report in its income statement? ( 2 
Marks)  
 




Part B  ( 6 Marks)  
Carla Bishop manages the women’s sportswear department of Parisian Department Store in 
Southport, Queensland. She earns a base monthly salary of $750 plus a 10% commission on her 
personal sales. Through payroll deductions, Bishop donates $25 per month to a charitable 
organisation, and she authorises Parisian to deduct $50 monthly for private health insurance. 
The tax rate on Bishop’s earnings is 20%. 
Requirement 
Calculate Bishop’s gross pay and net (take-home) pay for December, assuming her sales 
for the month are $80000.( 6 Marks)              
 
 
 
